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Highways as a 


e A factual analysis of some neglected aspects of ... 


Factor in Plant Location 


John C. Kohl 


NDUSTRIAL transport considerations are 
increasingly important today in view of the 
complexities of modern business operations. 
The trend to specialization, the interdepend- 
ence of units often located at considerable dis- 
tances apart, the widening sources of raw 
materials, the enlarging areas which supply 
labor, and rising distribution costs to con- 
sumer markets, 2: underline the need for effi- 
cient transportation. Even more essential, 
however, is the need to plan industrial activi- 
ties so that there may be an ultimate reduction 
in the costs of movements of goods and people. 

Industrial location theory recognizes this 
economic objective in one of its axioms, “All 
other things being equal, a plant is best lo- 
cated at that point which will yield the lowest 
aggregate transportation cost.” The “aggre- 
gate” or total transportation cost must include 
both material and personnel movements di- 
rectly and indirectly chargeable to the produc- 
tion and distribution if the theory is to be 
correctly applied. 


Transportation Costs 
Total transport costs may be defined as the 
sum of a number of distinct items which must 
be evaluated in any sound plant location study. 
These are: 
1. Direct Transportation Costs 
a. Charge for movement of freight at es- 


About the Author— 

John Kohl is Professor of Civil Engineering and 
Director of the Transportation Institute in this 
University. 
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tablished rates by commercial carriers. 
(Common and contract carriers.) 

b. Costs incurred in the movement of 
freight, and particularly production com- 
ponents, by company-owned-and-oper- 
ated equipment in lieu of commercial 
service. (Private transportation.) 

c. Travel costs of all personnel on company 
business. (By commercial agencies, com- 
pany vehicles, or personal autos for 
which mileage is allowed.) 

2. Indirect Transportation Costs 

a. Storage, warehousing, and inventory 
costs imposed by limitations in transport 
capacity, transit time, and regularity of 
service with respect to plant or consum- 
er demand. 


b. Production delays caused by loss and 
damage of components in transit, or in- 
terruption to service by accident. 

c. Extra material handling imposed by 
method of delivery, or shipment via a 
particular transport agency. (Rail or 
truck, for example, might permit a di- 
rect gravity feed while water might re- 
quire lifting at added expense.) 

d. Expense of providing and maintaining 
parking facilities, and other terminal 
areas. 

In addition to the direct and indirect items 
as just listed, there are several intangible 
transport influences which certainly affect pro- 
duction and distribution costs although they 
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cannot be precisely measured. Chief among 

these are: 

a. Inefficiency resulting from obsolete, or over- 
loaded transport facilities. 

b. Wage differentials required to attract work- 
ers because of inaccessibility of plant, or 
lack of adequate parking areas. 

c. Lowered productive efficiency and strained 
employee relations resulting from home-to- 
work travel difficulties, inconveniences, haz- 
ards. 


Industrial Development Attitudes 
While the foregoing outline of transportation 


cost components is subject to further defini- 
tion and refinement, there is evidence of in- 
creasing awareness and a changing attitude 
which will be helpful in industrial develop- 
ment. 

Both the Ford Motor Company and General 
Electric Company, in describing aspects of 
their locational studies, indicate their consid- 
eration of such items as “public transportation 
for employees and access highways for person- 
nel to get to and from the plant”; and “Are 
transportation facilities adequate to provide 
convenient service—within the community— 
in and out of town?” or “Does the local traffic 
plan facilitate the easy movement of vehicles?” 
These questions certainly indicate a departure 
from the traditional attempts to determine 
only the economic balance between incoming 
and outgoing freight rates at the locations be- 
ing assayed. Similar approaches can be found 
in the location study files of a growing list of 
industries, faced with the problems of addi- 
tional plants or decentralization. 

In contrast, most agencies engaged in indus- 
trial development have generally demonstrated 
very little comprehension of the real nature of 
transportation costs, or of the kinds of infor- 
mation which industry needs about transpor- 
tation resources of an area. Their typical 
promotional efforts are confined to generalized 
statements about existing commercial facili- 
ties, more recently expanded to include high- 
way improvements. 


Some 200 folders, brochures, bulletins and 


reports of chambers of commerce and other 
private and public agencies conducting indus- 
trial development activities have been col- 
lected and reviewed as a part of this study, 
Aside from a few outstanding reports such as 
those prepared by the Chicago and Eastern 
Illinois Railroad, the Connecticut State De- 
velopment Commission, and the Mercer Coun- 
ty (N.J.) Industrial Commission, most of the 
efforts were superficial despite attractive illus- 
trations and well-phrased text. Little, if any, 
useful transport information is conveyed. 
Even the guide books and check lists pre- 
pared by state industrial development groups 


to assist community and regional efforts to | 


attract new industry, commonly fail to stress — 
the need for accurate and detailed data about 
transport facilities and services. Only one! 
of the 12 official guides and manuals which 
were reviewed contained any well organized 
outline of facts to be gathered; that one also 
contained the suggestion that carrier represen- 
tatives be consulted by the industry for rate 
and schedule information, but indicated no 
particular points of reference. The Michigan 
Economic Development Commission offers to 
obtain specific information when requested 
and to utilize the services of a traffic consul- 
tant as needed, but maintains no inventory of 
transportation resources of the State. 


Transport Facilities Inventory 


Development agencies can materially assist 
industry in its search for sites by preparing 
and maintaining up-to-date factual informa- 
tion about the available transportation in their 
respective areas. As a guide to such activity, 
the following items, embodying those recog- 
nized as essential by progressive industrial 
transport management,? should be developed 
for each agency serving the azea of concern: 

1. Transport Coverage (Geographic) — the 
points served directly by each transport 


* Minnesota Department of Business Development, 
Guide Book for Community Industrial Development, 
St. Paul (1956). 

* Leslie A. Schumer, The Elements of Transport, 
Butterworth and Company, London, 1955. 
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agency, and areas -to be reached by estab- 
lished connections and transfers. 

2. Capacity—the ability of each service to 
move goods and people at rates in accord- 
ance with reasonably expressed limits or 
ranges. These can be in terms of quantity 
per unit of time, or in statements of maxi- 
mum size or weight carried as a single load. 

3. Transit Time—the normal elapsed time of 
travel between principal points of signifi- 
cance trade-wise, and local travel times or 


4. Frequency of Service—the usual or typical 
schedules of regular commercial carriers, 
and availability of expedited or emergency 
service for unexpected demands. 

5. Dependability—the regularity of the serv- 
ices in meeting established schedules, and 
indications of economic strength of carriers 
with prospect of continued operations. 

6. Safety—the record of accidents, and degree 
of protection from loss and damage of goods 
and injury to persons. 

7. Economy—particular features which may 
tend to lower indirect and intangible costs 
of transport, and transportation rate infor- 
mation, primarily convenient sources. 
Industry obviously has the responsibility for 

evaluating these factors, translating them into 

costs for ready comparison, and making deci- 
sions as to their application and relative 
merits. It must also develop within its own 
organization sufficient data on its transporta- 
tion requirements to permit development of 
the cost factors. No promotional agency can 
produce such figures, and without them, can- 
not be expected to supply the final answer. 

That is industry’s just burden in its search for 

the proper site. 


Characteristics of 
Highway Transportation 
Modern highway transportation, in addition 
to supplementing the other forms of transpor- 
tation, has a significantly distinctive role in 
many industrial operations, and in the total 
economy of a region such as Michigan. An 
analysis of the specific transportation factors 
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in plant operation, as outlined in the preceding 
section, will reveal the many essential services 
to industry which the car and truck provide, 
but most of these services cannot be expressed 
in quantitive terms. 

Unlike the other principal agencies of trans- 
portation, highway transport cannot be readily 
defined, nor neatly contained by any reliable 
statistics. Most of the available data about 
highway transport deals only with the smaller 
commercial, or “for-hire” segment of the serv- 
ice and omits the much larger total perform- 
ance of the millions of privately owned 
vehicles. Further, no comprehensive manage- 
ment, in any business sense, exists to embrace 
both the tremendous highway physical plant 
and the myriad complex movements which 
comprise highway transportation. 

The vehicles and their individual drivers in 
commercial service are, of course, subject to 
the direct management of the transport oper- 
ator for whom they work; but they are also 
subject, as are all other vehicles and drivers 
(or highway users )to traffic laws and regula- 
tions imposed by governmental authorities by 
virtue of the public character of the roads and 
streets. And these very facilities are built and 
maintained by a multiplicity of governmental 
agencies. In. contrast to the railroads, which 
exert direct management over their tracks and 
terminals, and the operation of their trains 
and employees subject only to regulation as a 
public utility, highway transportation exhibits 
no such centralized administration. 

The result is the diffuse and decentralized, 
even the highly individualistic, nature of trans- 
portation by highway. This characteristic sup- 
plies it with its presently unique role in plant 
location, and at the same time makes difficult 
any concise exposition of that role. 


The Ox-Cart and the Truck 


From the earliest civilizations to the pres- 
ent, some kind of highway transportation— 
the movement of goods and people over pre- 
pared ways of earth, surfaced with a harder, 
weather-resistant pavement or with the native 
soil—has provided access to the land, or to 
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the widespread individual sites of production 
and consumption, and has facilitated the cir- 
culation of peoples within the area of their 
respective communities. Traditionally, high- 
way transportation is viewed as functioning 
principally in local service and within limited 
regional areas. Now it provides both local and 
long haul transportation. 

Until the modern age of the motor vehicle, 
long distance highway movements were em- 
ployed only when no other means could serve 
and the value or urgency of the trip was suffi- 
ciently high to offset the cost. By primitive 
methods of highway transportation—men or 
pack animals carrying the loads, ox-carts and 
covered wagons—the costs were almost pro- 
hibitive and the travel very slow. The late H. 
E. Hilts, former Deputy Commissioner of the 
U.S. Bureau of Public Roads and Chief of a 
U.S. Technical Mission on Highway Develop- 
ment for Turkey in the late 1940’s estimated 
that ox-carts then in use usually hauled a quar- 
ter-ton of freight about five miles per day, and 
thus accomplished 1.25 ton-miles of transpor- 
tation per day. Since the drivers’ wages totaled 
about $1.25 per day, the minimum cost was 
roughly $1.00 per ton-mile.* 

The modern American motor truck traveling 
on an improved highway was at the same time 
moving a ton of freight a mile for approxi- 
mately three cents. And this small sum, rough- 
ly one-thirtieth that for the ox-cart driver 
alone, covered not only wages, but vehicle 
operating cost, highway charges through taxes, 
and perhaps a small profit as well. No longer 
need the value of most products and materials 
be quickly dissipated by costly highway trans- 
portation where no other forms exist. 


Growth of Truck Traffic 


As costs have declined with improvements 
in both the vehicles and the roads over which 
they travel, so has motor transport gradually 
increased its economical radius of activity. To- 
day, it is strongly competitive for much long- 


* As reported by Ralph A. Moyer in a paper pre- 
sented before the Section on City Planning of the 
Commonwealth Club of California, San Francisco, 
April 3, 1951. 
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haul traffic and is almost exclusive in the local 
transportation field. In inter-city freight 
movement, the following table* indicates the 
estimated distribution of traffic as measured 
in ton-miles among the recognized forms of 
transportation: 


Great 


Year Rail Truck Lakes Rivers Pipeline Air 
1939 63.2% 9.8% 12.9% 3.7% 104% * 
1944 69.5 5.4** 98 2.9 12.4 * 
1947 66.0 10.1 10.1 3.4 10.4 * 
1950 57.0 16.2 9.6 4.9 12.3 * 
1955 50.0 19.5 8.2 6.8 15.5 * 
** Wartime restrictions in effect. * Less than 0.1%. 


Truck traffic, with the exception of the 
period during World War II when motor fuel 
and tires were severely curtailed, has shown a 
rise of nearly 100 per cent in its portion of the 
inter-city freight movement, while the rail 
traffic proportion has declined more than 20 
per cent. In terms of total ton-miles, however, 
the rails handled in 1955 only slightly less 
than their war-time peak. 

Although rail and inland water transporta- 
tion are ordinarily believed to dominate the 
long-distance movements of freight, statistics 
for the most recent year available—1954— 
show truck hauls continuing their upward 
trend. The average distance that one ton of 
freight moved via rail was 428 miles,* by barge 
253 miles,® and by truck 242 miles.® Both rail 
and barge, with the exception of a slight rise 
during the war years, have varied year-to-year 
with narrow limits, roughly + 10 per cent, 
while truck movements have displayed an in- 
creasing trend since the late 1930’s when 
records were first kept. In the ten-year period 
following World War II, for example, the 
average truckhaul rose some 34 per cent from 
180 miles to 242 miles. 


Trucking Costs 


In general, trucking rates are somewhat 
lower than rail for short hauls of 100 miles or 


* Eastern Railroad Presidents Conference, Yearbook 
of Railroad Information, 1955 Edition, p. 4, New 
York, 1955. ’ 

* American Waterway Operators, Inc., New Dimen- 
sions in Transportation, Washington, 1956. 

*American Trucking Association, Trends 1955, 

Washington, D.C., 1956. 
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less, approximately the same for intermediate 
distances up to 300 miles, and higher than 
rail for longer movements. Rates alone do not 
reflect costs necessarily and are not a true 
measure of truck vs. rail considerations. 

Advantages other than a saving in direct 
transportation cost may dictate the use of a 
truck in the face of a lower rail rate. Among 
these are substantial differences in packing re- 
quirements, greater flexibility in schedules de- 
riving from the smaller unit loads carried by 
trucks, the availability of special equipment, 
and the exclusive movement of shippers’ goods. 
And most important in many instances is the 
reduction in transit time made possible by this 
exclusive movement and direct routing via 
highway rather than by established rail routes, 
often indirect and time-consuming at transfer 
or junction points; also, the need for large 
inventories is eliminated, together with the 
expense for storage and tied-up capital. 

All of these cost-saving possibilities warrant 
careful exploration of trucking service in com- 
parison with other freight service available to 
a given plant. Even though it may be found 
that the entire movement of freight cannot be 
economically handled by truck, it will be a 
most exceptional plant that cannot gain some 
definite benefits from truck transportation, 
and thus have no sustaining interests in this 
aspect of highway service. 


Role of the Passenger Car 


More generally essential to industry than is 
often recognized is use of highway transporta- 
tion by the employees and executives of plants 
and by service people needed for their main- 
tenance. 

Under the prevailing and accepted stand- 
ards of American life, very few people live 
within walking distance of their work; and 
outside the several largest cities where rapid 
transit and rail suburban services exist, the 
journey to work can ve accomplished only by 
bus or by auto or taxi—all agencies of high- 
way transportation. It is the connecting link, 
almost exclusively at both ends of business or 
other travel via rail and air, and an increasing 
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number of long-distance, or inter-city trips are 
made by automobile. 

These statements are supported by a num- 
ber of statistical studies from a variety of 
sources. No one of them is alone a quan- 
titative measure of the role of the private 
automobile, but viewed as a composite, its 
domination of the passenger transportation 
field is impressively evident. 

The following tabulation extracted from fig- 
ures compiled by the Air Transport Associa- 
tion’ indicates the very substantial portion of 
long-distance travel accomplished in private 
automobiles: 


INTER-CITY PASSENGER TRAVEL 
(Percentage based on total passenger-miles) 
1946 1950 1955 
Railroad 17.1% 6.8% 3.7% 
Bus 74 5.4 2.7 
Air 1.7 2.0 3.1 
Private Auto 73.8 85.8 90.5 


Total 100.0 100.0 100.0 


The steady rise in air traffic underlines the 
need for adequate highway transport service 
to airports which are not centrally located as 
rail and bus stations have been. Since business 
travel forms a large part of air traffic, both in 
commercial and private planes, highway con- 
nections between airports and industrial areas 
have become increasingly important. 


The “Journey to Work” 


By far the greatest impact of highway trans- 
portation of people, however, is upon the 
“journey-to-work.” With increasing ownership 
of cars, and an accompanying deterioration of 
public transportation service since World War 
II, the number of workers traveling to and 
from their jobs by automobile, either as driv- 
ers or riders, has shown a significant growth. 
Surveys by Crowell-Collier Publishing Com- 
pany, as cited in Automobile Facts and Fig- 
ures,® reveal that 73.5 per cent of all U.S. 
families owned one or more cars in 1955 as 


* Air Transport Association of America, Air Trans- — 


port Facts and Figures, 17th Edition, Washington, 
1956. 

* Automobile Manufacturers Association, Automo- 
bile Facts and Figures, 36th Edition, 1956, Detroit, 
1956. 
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contrasted with 68.3 per cent in 1948, while 
those owning more than one car increased to 
10.1 per cent in 1955 from 3.2 per cent in 
1948. There were in 1955 enough passenger 
cars registered in the U.S. to provide one auto- 
mobile for every family, or an average of one 
car for every 3.5 persons. And automobile use 
is corollary to ownership. 

From the standpoint of plant location, the 
significant effect of the automobile has been 
upon the labor market area. Except for plants 
located in the older, urban industrial areas, 
the large majority of workers journey to work 
in cars, either as drivers or riders. Drivers now 
outnumber riders at many plants and this 
trend toward individual transportation will 
probably continue unless a dire emergency 
curtails gasoline, or otherwise upsets our 
economy. 


Who Drives to Work? 


Studies in Michigan in 1942 indicated that, 
state-wide, 80 per cent of the workers on the 
average traveled to their jobs in private autos, 
while in the City of Detroit proper 61 per 
cent so traveled.® In the Detroit suburban 
area the proportion rose to 85 per cent. In 
1955, a Detroit regional study indicated the 
proportion to be 71 per cent on the average, 
with a high of 92 per cent, in a major sub- 
urban industrial community.? Nine out of ten 
industrial plants reported that 50 per cent or 
more of the employees arrived by automobile. 

As concluded by Adams and Mackesey, “In 
the first place, the greater availability of pri- 
vate transportation has facilitated shifting of 
workers among plants in an area. Secondly, 
greater ease of transportation has probably 
increased the effectiveness of wage and other 

® Michigan State Highway Department, The Trans- 
portation of Materials and Workers in War Industries 
in Michigan, Lansing, 1942. 

‘Detroit Metropolitan Regional Planning Commis- 


sion, Home Location of Industrial Workers in the 
Detroit Region, Detroit, 1955. 

*Leonard P. Adams and Thomas W. Mackesay, 
Community Patterns of Industrial Workers: A study 
of Experience Since 1940 in the Northeast Region, 
Cornell University, 1955. 


economic differentials in the allocation of la- 
bor supply.’ 

Their studies led to the further conclusién, 
which aptly summarizes the major role of 
highways in plant location, with respect to 
passenger movement. According to Adams and 
Mackesey, again: 

“Tt is no longer necessary to locate new 
plants in densely populated areas in order to 
have an adequate labor supply, but manage- 
ment must estimate the number of workers 
available within what seems to the workers a 
reasonable commuting distance. Distance it- 
self may not be as important as time required 
for the journey to work. Consequently, con- 
sideration must be given to ways and means 
of reducing to a minimum the time required to 
get into and out of the plant-site-area. This 
cost in time is not necessarily in proportion to 
the distance traveled but depends, if the work- 
er is driving, on the condition of roads, of 
access to parking lots at plant location, volume 
of traffic encountered, plant location and other 
factors.” 


Conclusions 


Highways and highway transportation are 
essential to industry, and their principal asset 
as factors in plant location is that of provid- 
ing convenient accessibility to the site from 
other points within the local area. Highway 
connections for the longer-distance movements 
between areas, while important to the general 
welfare, vary widely in their importance 
among industries and, at present, are abso- 
lutely essential to few activities. The rise of 
integrated truck-and-rail, and truck-and-water 
transportation by the use of highway trailers 
on rail-road flat cars, or on ships (the so- 
called “Piggy-Back” and “Fishy-Back”’ ser- 
vices) may in significant degree lessen the 
role of the Interstate System of Highways in 
industrial transportation, but more probably 
will affect only the longer distance move- 
ments. 
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The Brandywine River Anthology 


I 


The main objective of Du Pont 

Is making things which people want, 

Perhaps not giving too much thought to 
Whether folks want just what they ought to! 


II 
John, who’s hard working and inventive, 
Gets bonuses as an incentive: 
But how does this affect morale 
In Joe, his undeserving pal? 


Ill 


In modern industry, research, 

Has come to be a kind of Church, 

Where rubber-aproned acolytes 

Perform their Scientific Rites, 

And firms spend funds they do not hafter, 
In hope of benefits Hereafter. 


And yet, by far the greater part 

Of Chemistry is still an Art; 

In spite of scientific fuss 

Research is just a blunderbuss, 

Which shoots a monstrous charge of shot, 
And sometimes hits, but mostly not. 


IV 


In every giant corporation 

Are channels of communication, 

Along which lines, from foot to crown, 
Ideas flow up, and vetoes down. 


About the Author— 


These verses were written by Michigan Professor 
of Economics Kenneth Boulding for a seminar for 
educators sponsored by the Du Pont Company, and 
a in Wilmington, Delaware, near the Brandywine 

ver, 
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Kenneth E. Boulding 


Vv 


Polyamides and Polyesters 
Make money for Du Pont Investors, 


And incidentally, are giving 
Us better things for better living. 


VI 


Du Pont’s capacity to Plan 

Includes the Suit, but not the Man. 
Only philosophers suppose 

That man’s created by his clothes. 


VII 


In modern corporate enterprise 
Prices are fixed by compromise, 
Not, as the college student learns, 
By maximizing net returns. 


VIII 


In spite of all the salesman’s lure, 

There’s just no way of being sure: 

One never knows what’s gained or lost 

In undertaking selling cost. 

One pays for Operatic Soap 

In Faith, and is returned in Hope 

And yet, though knowledge equals nought, 
There still is one consoling thought, 

That when the selling budget waxes, 

A lot of it comes out of taxes. 


IX 


People above the Second Grade 

Seldom require the Visual Aid, 

The chart, that eye can not quite reach, 
Is not a substitute for speech, 

And folks are seldom made to laugh 

By diagram or flannelgraph, 

And don’t accept with gratitude 

The List, served up with platitude. 

But gladly under him they sit 
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Whose information’s spiced with wit, 
Whose face bespeaks a good digestion, 
Whose mind is quick to catch a question, 
Who keeps all crutches at a distance, 
And speaks his piece without assistants, 
Using the blessed power of speech 

To learn himself, as well as teach. 


Xx 


A man of vision in his day 

Was Eleuthére Irenée 

It was a most prophetic font 

At which was named this first Du Pont. 
For far across the western seas 

Were Eleutherian Mysteries— 

That means, translating something quick, 
That Liberty can do the trick, 

For Liberty, combined with pluck, 
Adding no doubt a dash of luck, 

Has fathered mighty enterprises 
Producing fabulous surprises, 

Too many, indeed, to keep a file on— 
Explosives, lacquers, rayon, nylon, 
Outdoing silkworm, sheep, and spider 
In fields for-ever growing wider, 

And making (without ever cheating) 
Old mother nature take a beating. 


Nor do prophetic voices cease, 

For Irenée, in Greek, means “Peace,” 
A curious name, perhaps, to find, 

In merchants of—Oh, never mind— 
And yet this prophecy runs true; 

The turning stage brings into view 

A curious transformation scenic, 

From Arms of War to things Irenic, 


As Mars, whose name they used to call on, 


Gives place to Venus dressed in Orlon. 


Once m:"e the mighty words we say 
Of Eleuthére Irenée, 


Du Pont—which mean, to those who heed’em 


A sort of Bridge to Peace and Freedom. 
This bridge, though very strong and wide 
Does not quite reach the other side: 
Technology and Enterprise 

Step slightly short of being wise 

To where they really ought to go; 


This interrupts the traffic’s flow, 
And lands us in a deep frustration, 
Dangerous to Company and Nation. 


The Engineer, with head undented, 
Is always product-oriented, 

It’s true he gives us Better Things, 
Riches more vast than ancient Kings, 
But even creaseless Dacron suits 
Are but imperfect substitutes 

For quiet lives and peace of mind, 
And—nightmare thought—suppose we find 
That this perfection in production 
Leads us to ultimate destruction, 
Whether by large or little doses, 

By Bomb, or ulcer and neurosis. 


The moral of this sort of stuff, 

Is, Chemistry is not enough, 

There must at least be some reliance 
On Fundamental Social Science. 


XI 


The Boss should neither be a brute, 

Nor yet a father-substitute, 

And should remember, if he can, 

That Employee is also Man. 

Treating him well just makes him wild, 

If he is treated as a child. 

He loves, of course, his Country Club 

And Welfare Schemes—but here’s the rub, 

They will not have a good effect 

Unless he keeps his self-respect. 
Moral. 

The Best Industrial Relations 

Involve two-way Communications. 


XII 


It is a little odd that Sales 

Are generally made by Males, 
Whereas by far the largest spender 
Is of a wholly different gender. 


XIII 


The Chemists, at Niagara Falls 

Take Salt and rend its parts asunder— 
But still, outside the flaming walls 

The Falls excite the greater wonder. 


Michigan Business kong. 
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A million bucks (it won’t be missed! ) 


XIV Upon the Social Scientist. 
Du Pont has done us very well, Your pure research in Chemistry 
It keeps an excellent Hotel, Paid off, as anyone can see: 
It plies us well with food and drink Might not a similar alliance 
And even tries to make us think. Do likewise, with pure social science? 
But as in all fields Good Relations You have your Social Engineers 
Involve two-way Communications, Who take their problems by the ears 
The question rises into view, But there is something to be said 
What can Professors do for You! For taking problems by the Head, 
We therefore strongly recommend And though results might not be visible, \ 
That soon, Du Pont should start to spend At least the Idea isn’t Risible. i 


The Delightful du Pont Message 


as follows: 

The Michigan Business Review is contemplating publishing Professor 
Boulding’s poem, “The Brandywine River Anthology.” Since the poem is 
about your Company I am enclosing a copy with the hope that the thought 
of its being published would be pleasing to you. 

Without inviting censorship I do tender the suggestion that if there is 
anything in it to which you would object strongly, I believe that Professor 
Boulding would be willing to consider your objection. 


The Editor of the Michigan Business Review wrote to the du Pont Company, 


I shall be looking forward with pleasure to hearing from you. 


From Glen Perry, Assistant Director, Public Relations Department, came a reply 
_so delightful that the Editor sought and obtained his permission to print it. 


Dear Professor Wernette: 

There is a sociological urge that drives professors to the verge of 
indiscretion, or what’s worse, forsaking prose and writing verse. Professor 
Boulding’s an example. Heavens! He’s the perfect sample of the scholar’s | 
mind at leisure, yielding to poetic seizure; overcome, he cannot act ’til he’s 
contrived a perfect dactyl, and, at length, to please, let’s hope, us, he’s 
produced a brilliant opus. 

At du Pont we’re glad he wrote it. We’re glad your book is going to 
quote it. No changes have we to suggest, no excised lines do we request. 
We couldn’t think of censorship, when reading Ken’s nonsensorship. We 
wish he’d visit us again. Please give him my regards ’til then. 


Sincerely, 
Glen Perry 
Assistant Director 
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@ Practicable suggestions for writing letters 
that build good will and profits. 


Letters Say “Yes,” “No,” or “Maybe” 


writing, unlike some kinds 
of writing, is specifically motivated writ- 
ing. Two motivations are involved, both 
accepted factors in American life: profit and 
goodwill. 

Although a good letter never holds out a 
grasping hand, the element of gain is, directly 
or indirectly, at the bottom of it. Frank recog- 
nition of this enables you to work from this, 
as your tacit assumption, without letting it 
tower over you or your reader. 

Even more basic is the desire for goodwill 
among people. Business is no different from 
other walks of life when it comes to human 
relations. Whereas the unhappy millionaire 
is a stock character in American fiction, 
Horatio Alger’s boy representing profit plus 
humanity is the happy hero. So, in writing on 
the job, you find that the profit motivation 
may play second fiddle to the establishing or 
re-establishing of mutual confidence between 
yourself and the person to whom you are 
writing. 

In each letter, the precise approach to ful- 
filling this double motivation depends upon 
the business in hand, of course. What you 
find on your desk in the form of incoming 
mail naturally dictates the nature of the reply. 


The Three Master Patterns 


Whether you own oil wells or sell tickets, 
you may receive in one mail an order for 


About the Author— 


A writer and a teacher of writing, Mrs. Bromage 
(A.B., Radcliffe College, M.A., Michigan) is Instruc- 
tor in Business Writing in this School. Her book, 
De Valera and the March of a Nation, was published 
in Great Britain in 1956 and in the United States 
in 1957. 


Mary C. Bromage 


your product, a complaint concerning it, or an 
inquiry about doing business with you. And 
there are three master patterns from which to 
cut the cloth of your reply, depending on the 
answer you want to send. 

You can say “Yes.” You can say “No.” 
Or you can say “Maybe.” Just decide—that’s 
essential before starting—and you will find 
your approach ready-made if, that is, your 
decision is clear at the start. 


The “Yes” Pattern 


How do you say “Yes”? That’s the easiest 
thing, in writing as in person. Everyone likes 
to hear “yes,” so it can be said directly, 
quickly, in the first sentence without leaving 
any doubt about it. If, for instance, you get 
at the box office a letter asking for a block of 
seats at the opening performance of a new 
play, by all means sell the seats. Do it in the 
opening sentence so the eager theater-goer is 
assured at once that he’s in time. If, again, 
you’re asked to make a speech which can be 
fitted into your schedule nicely, by all means 
let your would-be host know you'll come with- 
out beating around the bush of self-impor- 
tance first; without telling him how rushed 
you are, how many other bids you’ve had to 
turn down. 

Saying “Yes” immediately isn’t, of course, 
all that has to be done. Once you have given 
your reader the assurance he wants, spell out 
the necessary details about time, place, pay- 
ment—anything else that, if overlooked here, 
might entail follow-up (and expensive) cor- 
respondence. 
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And one more thing. Why throw away a 
mutually advantageous situation like an af- 
firmative interchange? Follow up your “Yes” 
with a word at the close indicating the pleas- 
ure involved. Cement the agreeable relation. 
The “Yes” letter is the kind you like to write 
and to receive. It enables you to open a door 
and you want to open it fast and open it wide. 


The “No” Pattern 


Saying “No,” though harder, is sometimes 
better to do in writing than in person because 
you can plan your approach. This is the 
second pattern for correspondence. 

Whenever you have to break an undesired 
answer to anyone (for instance, turning down 
a claim for adjustment or declining an inter- 
view), think of the other fellow’s feelings, not 
your own. There are times when the shock 
treatment works—the forthright thrust of a 
hard and fast “No”; but such times are few 
and far between in the average American work 
week. 

People do not like to get “No” for an 
answer, and a negative reply, unavoidable 
though it may be, puts a strain on goodwill. 
But saying “Yes” when the situation dictates 
the opposite might mean throwing out of the 
window justifiable profit and often, in the 
long run, the goodwill and respect of the fair- 
minded individual. 

Be sure you have put your finger on the 
“No” factor; that you have identified the 
negative element in the situation. This isn’t 
always quite as obvious as it sounds. For 
example, if you have been asked for a report 
in a week’s time but cannot possibly get all 
the data together in less than two weeks, you 
have a “No” factor to handle. 

In agreeing to prepare what’s been re- 
quested of you, cope with the matter of time 
needed, yet avoid sounding as if you’d never 
get it done. Translate, as if from French into 
English, a negative aspect into the positive 
whenever you can find a positive aspect. 
(There usually is, provided you round the 
corner and bring it into sight.) 

The human intake for bad news is narrower 
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than when a person is going to hear what he 
wants to hear. In handling such a situation, 
start slowly, without hitting your reader be- 
tween the eyes. You need to establish com- 
mon ground with him. About that report, for 
example, what can you agree upon with him? 
Well, there is no doubt that it will need to be 
based on ample data, though that will take 
time—up to two weeks, in fact—to compile. 
There’s a difference between being frank and 
blunt, between tactfulness and abruptness. 
Disappointing news is better broken when the 
ground has been laid for it. Would you reply: 
“T can’t see my way to getting this thing 
finished for weeks the way my schedule 
looks.” Look at things again, now: “Within 
the coming fortmght, I’ll have the report 
ready with the specific facts you need.” 

Having found some area where your minds 
meet, proceed to explain the whole situation. 
If you are able to get your reader to follow 
your reasoning, going logically step by step 
with you, he may arrive at the “No” answer 
before you have to spell it out for him. A 
business relationship that is adequately ex- 
plained permits the reader to draw his own 
conclusions, even if they have to be in the 
negative, so that you are not held to blame 
for whatever is contrary to the reader’s wishes. 

There’s usually a way out, so that “No” 
need not be forever. Given some ingenuity 
and thoughtfulness, you can put your finger 
on a possible alternative. Although you have 
to say “No” to a specific claim, your explana- 
tion will do more than protect the profit angle. 
It can also salvage goodwill, without which 
there will never be another time. A door can 
be shut without being slammed. 


The “Maybe” Answer 

The third letter-writing test is posed in the 
kind of communication that contains a possi- 
bility but not a certainty, neither “Yes” nor 
“No,” but a letter where the situation is 
essentially “Maybe.” Maybe you'll get agree- 
ment to what you’re writing; maybe you'll 
make a sale; maybe your terms will be ac- 
cepted. 
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You need from the official of a neighboring 
city certain information concerning industrial 
sites. Or you are inviting the regional confer- 
ence of tax consultants to meet in your city. 
Frequently you have to enlist support for 
your product. All this might be called drum- 
ming up trade. 

The person to whom you write in such 
“Maybe” situations will have to be persuaded. 
In persuasion, there is more room for experi- 
mentation in the reactions stimulated than in 
the situation calling for a cut and dried “Yes” 
or “No” letter. Some “Maybe” propositions 
are more persuasive when presented head on— 
quickly and to the point. On the whole, a 
carefully selected avenue of approach often 
produces better results. 

Look at the map; spot where you’re going 
with your letter; plot the best route to your 
destination. If you can figure out how the 
situation may interest or benefit your reader, 
that’s the way to start. No one is above self- 
interest, whether in the broad or the narrow 
sense. You have to supply, or at least point 
out, the incentive in your “Maybe” situation. 
Whatever avenue you choose, you won’t get 
far if you point out at the end of it only what 
you as the writer want or need from the 
reader. What’s in it for him, the person you’re 
seeking to persuade? Can you make him want 
to go along with you? 

Having started on the right road, leading to 
the reader’s advantage as well as your own, 
take time to tell your story well. If, in your 


opening paragraph, the mayor of the big city 


gets the idea that your industry is the kind 
his city wants, tell him next about your pro- 
jected plant. He won’t miss the point, even 
though you use the device of suspense. You 
may want to indicate you’re just making 
initial inquiries regarding future location, and 
that other mayors are sending you information 
also about their sites. 

In the matter of persuasion, you have 
plenty of room to experiment. Not only do the 
“Maybe” situations differ, as between selling 
an automobile or inviting a speaker to your 
organization, but different readers react dif- 
ferently. So the comeback or the kickback (as 
the case may be) depends upon human intui- 
tion and creativeness. 

Just remember that the point you make last 
should be the best one because it is what 
you'll leave uppermost in your reader’s mind. 

Why Take Pains in Writing? 

And why, when all is said and written, 
should we take pains to win “Dear Reader”? 
Why bother about how to say “Yes” clearly 
and completely, how to say “No” painlessly, 
how to turn “Maybe” to account? 

This is why you have to care: because 
business cares about what the other fellow 
thinks, even more about what he feels. Ameri- 
can business has to care because the man in 
the street, the man on America’s Main Street, 
the common man if you like, is king. He does 
business where, when, how and with whom he 
likes and no one else. This is the private side 
of private enterprise. Reader reaction counts. 


REVISED STANDARD INDUSTRIAL CLASSIFICATION MANUAL 


The just-published completely revised Standard Industrial Classification Manual 
issued by the Bureau of the Budget now is available for $2.50 from the Commerce 
Department's Michigan Office, 438 Federal Building, Detroit 26. 

This 433 page, buckram-bound volume replaces the two-part Manufacturing In- 
dustries issued in 1945 and the Nonmanufacturing Industries published in 1949. 

It provides the titles and descriptions of the ten Industry Divisions, with two digit 
Major Group, three digit Group, and four digit Industry classifications, including 
alphabetic indexes indicating the principal products or processes. 

The manual is intended primarily as an aid in securing uniformity and com- 
parability in the presentation of statistical data collected by various agencies of the 
U. S. Government, state agencies, trade associations, and private business. 
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e Good books and articles 


Recommended Readings 
in Industrial Relations 


Bureau of Industrial Relations, University of 
Michigan. Addresses on Industrial Rela- 
tions—1957 Series. Ann Arbor, Michigan, 
Publications Distribution Service, 1957. 


220p. $3.50. 


This volume contains fourteen addresses which 
were presented at conferences for executives in four 
industrial centers in Michigan during the 1956-57 
season. The selections, made by the conference mem- 
bers themselves, are on subjects of vital interest to 
practitioners and students in the field of Personnel 
Administration and Labor-Management Relations. 
The papers cover: the shorter workweek issue; devel- 
opment of personnel policy; managemen: develop- 
ment in the small company; executive compensation 
policies; employee motivation; foremen selection; 
appraisal of employee performance; collective bar- 
gaining impact on management rights; employee 
benefit plans. Now in its second printing. 


Break, George F. “Income Taxes and Incen- 
tives to Work: an Empirical Study.” Ameri- 
can Economic Review, Vol. 47, No. 5, Sept. 
1957. pp. 529-549. 


A report of a survey in England which investigates 
the effect of high income tax rates on incentive of 
workers. The sample includes 306 solicitors and ac- 
countants. The conclusions show strong verbal com- 
plaints against the system, but very little effect on 
the will to work on the part of the wage earners 
studied. 


About the Author— 


Miss Scanlan is Reference Librarian and Assistant 
to the Director in the Bureau of Industrial Relations 
of this School. 

All items mentioned are on file in the Reference 
Room of the Bureau of Industrial Relations and may 
be used by visitors there. Please write direct to the 
publisher for any items you would like to purchase. 
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Cooper, Joseph D. How to Communicate Pol- 
icy and Procedure. New London, Conn., 
Bureau of Business Practice, 1956. 212p. 
$12.50. 


A comprehensive looseleaf manual which begins 
with a strong plea for more extensive use of written 
communications. It then gives step-by-step procedures 
for setting up manuals with attention to many neces- 
sary details which may be easily overlooked in first 
planning or by inexperienced planners. It is copiously 
illustrated. Chapters are devoted to proper organiza- 
tion of written material, how to write and explain, 
and techniques of editing. Part of the manual empha- 
sizes training techniques and well-planned instruction 
programs, with special emphasis on development of 
manuals for this purpose. Many quotations from the 
U.S. Postal Manual are used as examples of concise 
presentation. 


Hutchinson, John. “Corruption in American 
Trade Unions.” The Political Quarterly 
(London), Vol. 28, No. 3, July—Sept. 1957. 
pp. 1-22. 

A short and rather frightening paper which points 
out that labor corruption is not new. To mention 
only one item in this brief summary: from 1896 to 
1903, Sam Parks ruled the building trades unions and 
construction industry of New York with an iron and 
sticky hand. He died in Sing Sing in 1904. The author 
commends the AFL-CIO for taking a firm stand 
against corrupt practices, but questions how effective 
their stand can be in the face of existing legislation. 
His final words are: “The ordeal begins.” 

(Available in reprint form from the University of 

California, Institute of Industrial Relations, Berkeley) 


Industrial Arts Index to be divided. (The H. 
W. Wilson Co., 950 University Avenue, 
New York 52, N.Y.) 


On January 1, 1958 the H. W. Wilson Co. is issu- 
ing the material formerly presented in Industrial Arts 
Index in two new indexes: Business Periodicals Index 
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(120 periodicals) and Applied Science and Technology 
Index (199 periodicals). This division will result in 
less cumbersome volumes. However, each series will 
contain indexing of journals not formerly included. 
This change has come about after two years of study 
by the publisher in consultation with subscribers and 
library associations. 


Leedy, Paul D. Reading Improvement for 
Adults. New York, McGraw-Hill Book Co. 
(330 West 42nd St.), 1956. 45p. $4.50. 

AND 


Smith, Nila Banton. You Can Read Better 
and Faster: A Complete Course in Reading 
Improvement. N.Y., Prentice-Hall, Inc., 
1958. (Now appearing in installments in 
Supervisory Management—American Man- 
agement Association—starting with Septem- 
ber 1957 issue). 


These two books offer practical suggestions for 
improvement of reading speed and comprehension. 
Both stress the essential techniques for getting the 
real meaning from the printed page. One points out 
the significance of punctuation and guidepost words, 
which show the trend in thought. The building of a 
good vocabulary is considered essential to reading 
improvement in order to bring out the true signifi- 
cance of the meaning of words and shades of mean- 
ing. Mr. Leedy quotes Mark Twain who said, “ ‘The 
difference between the right word and the almost 
right word is the difference between lightning and the 
lightning bug.’ It may mean, in modern terms, the 
difference between a sale and no sale, between a pro- 
motion and no promotion.” Therefore, both of these 
books stress the importance of ability to write, as 
well as the ability to read what is written. The prac- 
tice reading sections are well chosen for interest and 
are, therefore, not merely pedestrian exercises. For 
that reason they more nearly approach conditions of 


day to day reading. 


Schoen, Donald R. “Human Relations: Boon 
or Bogle?” Harvard Business Review, Vol. 
35, No. 6, Nov.-Dec. 1957, pp. 41-47. 


The author answers the critics and enthusiasts of 
the growing interest in “human relations in industry” 
with a calm appraisal of its merits. He believes that 
human relations is a technique for greater under- 
standing rather than a device for manipulation. It 
indicates tolerance of another’s words and acts. How- 
ever, the true leader must fulfill the responsibilities 
delegated to him. Necessarily at times he must use his 
authority to attain the objectives of an enterprise. 
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He must promote understanding within an organiza- 
tion of the importance of each job in itself and in its 
relation to the organization as a whole. Mr. Schoen 
believes that concern with human relations should be 
looked upon in its proper perspective, as one phase of 
responsibility for managing an industrial enterprise. 
Human relations research should amplify management 
functions in its many phases. 


American Business, “Moonlighting in the Of- 
fice,” Vol. 28, No. 1, January 1958. pp. 
21-24. 


Although the practice of moonlighting seems to be 
frowned upon generally, this survey would indicate 
that most companies have done very little about 
taking a stand regarding it. Many seem vague as to 
who among their staff are moonlighters. The state- 
ments against the practice seem based on opinion 
rather than fact. Few have more than an unwritten 
rule and many of them have not bothered to inform 
the employees regarding that. In some areas many of 
the moonlighters are college students who have at 
least half-time jobs besides full-time class schedules. 
This study goes a little beyond the usual discussion 
of the subject. It includes a list of the various state 
regulations concerning restriction of hours for women. 
It quotes the opinion of three company medical direc- 
tors and a medical consultant for management. These 
men give various reasons why continual holding of 
two jobs is not a wise practice. One entirely unique 
statement is by a moonlighter—a point of view cus- 
tomarily ignored in similar reports. 


Argyris, Chris. Personality and Organization. 
New York, Harper and Bros. (49 E. 33rd 
Street), 1957. 284p. $4.00. 

What is the nature of the way people behave in an 
organizational setting? Why do they act and react 
the way they do to what they find in organizations? 
In order to answer these and related questions, Per- 
sonality and Organization concerns itself with a 
systematic integration of over 3,000 human relations 
studies. The principa! theme, Argyris believes, is that 
there are certain inherent characteristics of the or- 
ganizational environment which tend to bring about 
frustrated, submissive and insecure feelings within its 
membership. This leads to negative and undirected 
reactions among the more dynamic employees which 
are consequently misinterpreted by management. The 
result is a tightening of controls which brings about 
further negative reactions and greater frustration in 
the organization as a whole. The author concludes 
with a theory of organizational management based 
on this study which promises to minimize the inher- 
ently negative characteristics of organizations. The 
theory presents a format whereby the goals of the 
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individual and those of the organizations to which he 
belongs may become better integrated. (Comment by 
x. W. Lawrie, Jr.) 


Factory Management and Maintenance (330 
W. 42nd St., N.Y. 36, N.Y.), “Management 
Development,” Vol. 115, No. 12, December 
1957. pp. 91-112, 129-138. 


“Factory” has compressed into 32 pages a compre- 
hensive review of executive and supervisory develop- 
ment, hiring and selection procedures and rating of 
candidates for, or incumbents of such positions. 
Several authors have contributed to the study. It is 
all briefly noted, but very much to the point and 
amusingly illustrated. It is recommended for anyone 
involved in these procedures. Also it would make a 
good basis for self-criticism. Reprints are available 
from publisher. 


Richberg, Donald R., Labor Union Monopoly: 
a Clear and Present Danger. Chicago (20 
W. Jackson Blvd.), Henry Regnery Co., 
1957. 175p. $3.50. 


The word “pithy” describes this short, clear-cut 
book, which outlines on every page the thesis ex- 
pressed in the title. Mr. Richberg has been involved 
in constructive labor policy since the early part of 
the century. For that reason we feel that he has 
reached the critical attitude presented here somewhat 
reluctantly. He was co-author of the Railway Labor 
Act of 1926 and other important legislation. He 
describes his part in bringing John L. Lewis and 
Myron C. Taylor together for initial talks for unioni- 
zation of the steel industry. He details monopoly 
practices of the unions in the railroad industry, the 
political activities of unions, abuses of union shop 
agreements and improper use of union funds. The 
final section offers constructive suggestions for reme- 
dies of union-management evils. 


Selekman, Benjamin M., “Is Management 
Creating a Class Society?”, Harvard Busi- 
ness Review, Vol. 36, No. 1, January-Feb- 
ruary 1958. pp. 37-46. 


Professor Selekman believes that despite the con- 
cern, in recent years, for human relations and a con- 
cept of social and moral responsibility, management’s 
attitudes have not been altogether consistent. Though 
there has been an ethical awakening of American 
industry toward the employee as an individual, Labor 
is in a class apart. Too little credit is given labor for 
increasing productivity, but many »esides manage- 
ment are responsible for productivity. The unions 
are blamed for inflation. Perhaps the advertising men 
are the real villains since planned obsolescence is 
their creed. The author believes that the foregoing 
of wage increases could result only from a moral 
crusade begun by top executives, most of whom are 
not owners of business any more than union members 
are. If a sacrifice is to be made, it must be made by 
all. Management must “re-examine their attitude on 
strategic, economic and political issues, to make sure 
it does not lead, in however slight a measure, toward 
devisiveness, unhappiness, factionalism, aggression, 
and all the other characteristics of a sick society .. .” 


Soule, George, What Automation Does to 
Human Beings, London, Sidgwick and Jack- 
son, 1956. 184p. $2.25. 


Although published in Great Britain this is a study 
of American productivity and problems arising from 
rapid technical changes. Mr. Soule believes that 
America has achieved the highest level of material 
abundance and for that reason has available for 
individual use that valuable item—Time. The uses to 
which this new leisure is put can change the character 
of western civilization. Improved technology will save 
labor and material resources, as well as time, and the 
time gained is already being put to good use by 
increased interest in cultural and recreational pursuits. 


NO MORE MARGINAL PEOPLE 
s The man was stirred with emotion, as he talked about his nnel problems... 
yet he exhibited considerable knowledge of what to do about his situation. In fact, after 
a brief introduction, he diagnosed his own troubles! | 
CONCLUSION: He simply had a personnel shortage 
| +. not in quantity, butin QUALITY. 
| Said he didn’t have anything to work with; that was his problem! 
RESOLUTION: He’ll hire no more marginal people. Said he would do without 
before hiring any more “51 percenters.” Said a “51 percenter” was one who was just good 
enough to hold a job but not bum enough to fire. 
This is indeed the key point in analyzing many personnel situations . . . don’t blame 
: the system until you know you have the kinds of people who can operate the system . . . 
| people who have growth potential too . . . “90 percenters” or more. 
: There’s a lot of difference between people even though they look the same, and act 
the same. Differences begin at the top of the anatomy. No, they don’t think the same. : 
Hilton D. Shepherd, jots and jolts, No. 119. 
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Michigan Business Indicators 
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BANK DEBITS—THE MOST ALL INCLUSIVE MEASURE OF BUSINESS ACTIVITY—After 


a sharp rise in December, Lower Peninsula bank debits showed a marked decline in January. 
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UPPER PENINSULA BANK DEBITS—Upper peninsula bank debits reached a new high in De 


cember, then fell off slightly in January. 
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of getting information for executive decisions. 


e Talking with subordinates is an important method 


Interviewing—an Essential 
Executive Function 


Charles F. Cannell and Robert L. Kahn 


HE vice president of the Jefferson Appli- 

ance Company is sitting in his office late 
one afternoon muttering to himself. He is 
recasting the events of an extremely unsatis- 
factory day. At 9 o’clock he learned that 
customer complaints had reached a new high. 
As if to underline this statistic, an important 
and long-valued customer called at 10 o’clock 
to say that unless the delivery schedule be- 
came more dependable, he would have to seek 
an alternative source of supply. 

The vice president had decided to let every- 
thing else wait until he got to the bottom of 
this mystery. In order to avoid accusations 
and recriminations, he had begun by talking 
separately to each of the three department 
heads involved—sales, manufacturing, and en- 
gineering. Now, as he looks back on these 


About the Authors— 


Charles F. Cannell and Robert L. Kahn are psy- 
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three interviews, it seems to him that each of 
the men reported only the things that he felt 
the vice president could hear without drawing 
any adverse conclusions. 

In short, our executive says bitterly: 
“Everybody covered himself, and I learned 
very little. Our sales manager lectured me for 
an hour on the excellent job sales is doing 
under handicaps. The head of manufacturing 
came in next and sat there like a deaf-mute 
for twenty minutes. The chief engineer was 
too busy defending himself to tell me any- 
thing. And yet I’ve got to have that informa- 
tion. How can I get it?” 


The Wires Are Down 


What does this situation present, other 
than a picture of incipient hypertension? It 
reveals a basic failure of communication, an 
inability to get the facts needed to solve an 
important problem. Yet information-getting 
is an essential part of the executive’s job: He 
must have accurate information as a basis for 
decisions, and he cannot observe personally 
everything on which his decisions must de- 
pend. Some men, who have tried this, have 
merely become harried and inefficient, and 
have gained a reputation for prying and in- 
ability to delegate as well. Most executives 
learn, however, reluctantly, that they must 
rely upon others for the information they 
need. 

It is an ironic fact of executive life that the 
higher the man goes in his organization, the 
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HOW GOOD AN INTERVIEWER ARE YOU? 


What are the rules for conducting a successful executive interview? Score your- 


self by answering the following true-or-false questions: 


1. Wording questions in advance interferes with the 


spontaneity needed for successful executive interviewing. 
2. Thinking about what you should have said after an 
interview is over is probably a neurotic waste of time. 
3. If you are doing a good job of supervision, you have 
no need for special information-getting techniques. 
4. A subordinate will give only information that he 


thinks will please the boss. 


5. A subordinate never gets much satisfaction out of 


being interviewed by the boss. 


6. The best way for the boss to get good information 
from an employee is to talk to him outside the office. 

7. An executive learns the most when the employee does 
not even realize that he is being interviewed. 

8. The good interviewer listens well and avoids directing 


the conversation. 


9. The interviewer learns most by sometimes putting the 


respondent on the defensive. 
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10. The best way to get information from an employee 
is to convince him that you are meeting on an equal basis— 
that you are both just employees of the same firm. im oO 
Score yourself on this test by counting one point for each “true” response and 
zero for each “false” response. The perfect score is zero. In the opinion of the authors, 
every one of these ten statements is, in fact, incorrect. 


more important his decisions become, and the 
more indirect must his channels of information 
be. The head of a large company is likely to 
base his judgments on information three or 
four times removed from direct operating ex- 
perience. His role comes to consist largely 
of information-getting, information-evaluating, 
and information-giving—and his major activ- 
ity turns out to be, often to the executive’s 
own surprise, merely talking to people. Let us 
look at the problem of information-getting 
from the executive’s point of view, and see 
how he can become a better interviewer of his 
own subordinates. 


Problems of Communication 


Why is it difficult for executives to get 
information? Since we are all communicators 
by training and experience, why shouldn’t an 
interview be a simple and efficient interaction 
between an expert sender and an equally ex- 
pert receiver of messages? 
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There are many reasons. Some of them are 
closely tied to the very fact that we are so 
experienced in communicating. We have de- 
veloped ways of reacting to each other that 
are intended, not to facilitate the communica- 
tion process, but to protect us from appearing 
ridiculous or inadequate. And in most cases 
we are not content merely to avoid looking 
inadequate. We want to appear intelligent, 
thoughtful, and in possession of other assorted 
virtues. We want to put our best foot forward. 

Most of us recognize that pressures are 
exerted on us through communications from 
other people. We are urged to join certain 
organizations, buy certain books, or smoke a 
particular brand of cigarette. People some- 
times communicate in order to beguile us in a 
direction in which we may not wish to go. To 
such communication we sometimes reply with 
omissions and inaccuracies. This is our de- 
fense against permitting ourselves to be in- 
fluenced against our will. 


» 
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Failure to Listen : 

Again, through long experience we learn to 
anticipate what is likely to be said in a con- 
versation. Often, therefore, we don’t really 
listen. We may hear only what we expect to 
hear, basing our expectations on all sorts of 
clues—the speaker’s voice or manner or dress, 
for example. We may listen only for the things 
that fit our purpose, stopping as soon as we 
have classified the speaker, satisfied our curi- 
osity, or decided what we ourselves are going 
to say next. 

These are the negative consequences of our 
skill in communication. Each of us comes to 
recognize that others may communicate with 
him for a variety of reasons—which may or 
may not be in harmony with his own purposes. 
As a result, everyone spends some of his 
attention and energy trying to code or evaluate 
each message addressed to him in terms of his 
own needs and the motives of the sender. 

The implications for the executive are clear. 
To become a successful information-getter, he 
must understand the motives and barriers to 
communication, and he must become skilled 
in creating an atmosphere in which the moti- 
vational forces to communicate are strong and 
uncomplicated. In short, he must become cap- 
able of handling the dynamics of interviewing. 


Barriers to Communication 


The major barriers in an interview between 
an executive and one of his subordinates stem 
from the executive’s powers to reward or to 
punish. The executive interviewer is burdened 
with a dual role. He is an information-getter 
during the period of the interview, but he is 
also a decision-maker whose actions have 
direct and important effects on the careers of 
his subordinates. It is hard for him to shed 
these attributes of power completely, and it 
is still harder for the subordinate to ignore 
them, even for the brief period of the inter- 
view. 

Another barrier to communication in the 
executive interview—closely related to fear of 
direct reprisal—springs from the subordinate’s 


relationship to his own colleagues. He may be 
willing to speak about himself, but feel that 
he must parry questions that would require 
him to put others in a bad light. Executives 
who are insensitive to such feelings of obliga- 
tion and allegiance may be puzzled to find, in 
the midst of an interview, that it has become 
impossible to get any more information. 

A third important barrier to communica- 
tion in the executive interview is the “psycho- 
logical distance” between interviewer and re- 
spondent. We tend to communicate with 
people who will understand what we want to 
say and have some sympathetic appreciation 
of our viewpoint. When we are talking to a 
person whom we consider unable to under- 
stand and sympathize, we tend to withhold 
information. Ordinarily, in dealing with peo- 
ple, we judge the extent to which they are 
within the range of our communication, then 
decide what must remain unsaid. 


Alone in the Executive Suite 


It is a truism that presidents of companies 
are the loneliest men in the world. To a lesser 
extent, almost all executives have felt the 
isolating effects of climbing the organizational 
ladder. They have noted how the informality 
and frankness of conversations among their 
subordinates compares with their own stilted 
and restricted discussions with some of the 
same men. As a term, “psychological distance” 
may be new to some executives, but the 
experience it describes is all too familiar. The 
executive interviewer must, therefore, prove 
his understanding and empathic ability. His 
job spells “psychological distance”; his be- 
havior must counteract this message, and 
stimulate the motivation to communicate. 

For convenience we can divide the motiva- 
tion to communicate into two kinds—extrinsic 
and intrinsic. Extrinsic motivation means that 
the communication is undertaken in order to 
bring about some result that is considered 
desirable. The person who initiates the com- 
munication may think that the other can 
himself bring about change or can make some 
indirect contribution to a desired change. In 
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either case, extrinsic motivation operates only 
if the communicator perceives the relevance 
of the interview to his own goals and interests, 
and the role of the interviewer in bringing 
about change. 

How do these general conditions for success- 
ful interviewing apply to the executive inter- 
view? In some respects the executive-inter- 
viewer is in a very good position indeed. His 
subordinate knows that he can take construc- 
tive action if he wishes. Moreover, the execu- 
tive’s questions are likely to be most relevant 
to the subordinate’s interests. He and the 
executive are members of the same organiza- 
tion. They are both dependent on its success, 
and they share in some degree the specialized 
knowledge involved in the creation and mar- 
keting of the company’s products or services. 
The subordinate may have much to gain by 
giving the executive a better understanding 
of his situation. 

Sometimes, however, intrinsic motivation is 
even more important to the subordinate. 
Intrinsic motivation arises from the fact that 
it is a psychologically rewarding experience to 
talk with a receptive, understanding person 
on a topic of mutual interest. In the executive 
interview, intrinsic motivation can operate 
only if the subordinate believes that the 
executive-interviewer has a sympathetic under- 
standing of him and what he has to say. 
He must see the executive as capable of 
understanding his point of view, without re- 
jecting him during the interview or punishing 
him afterwards. 


Putting Motivation to Work 


How can the executive tap these sources of 
intrinsic and extrinsic motivation? 

Unless a strong personal relationship al- 
ready exists, he must depend at first on 
extrinsic motivation. This means that he must 
make sure the subordinate clearly under- 
stands the purposes of the interview and how 
they relate to his own goals and values, and 
how the desired information will be used. 

Consider the interview situation with which 
we started: The vice president might have 
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opened the interview as follows: “Come in, 
Bill, and sit down. I’ve just heard from John- 
son & Company that they haven’t been get- 
ting deliveries on schedule. Now, as you 
know, they’re among our best customers, and 
there’s no use pretending we don’t need their 
business. If Mr. Johnson placed his order 
elsewhere we’d be in real trouble. So I’m try- 
ing to face the problem of what’s to be done. 

“T know that we’re all working up to ca- 
pacity, and I’m not suggesting that these 
delays are anybody’s fault. This whole situa- 
tion is too serious to be worrying about whose 
fault it is. What we need is to move in and 
clear up the problem. So I thought I’d talk to 
you and Joe and Harry, and see if among the 
four of us we couldn’t come up with an 
answer. After I’ve had a chance to think over 
the facts you fellows can give me, the four 
of us ought to get together and work out a 
solution. Joe and Harry will be talking pri- 
marily from the point of view of engineering 
and sales, of course, but for the production 
picture I wanted to talk to you.” 

This introduction meets the requirements 
for achieving extrinsic motivation. It makes 
clear the purpose of the interview and relates 
it to the subordinate’s own goals. It tells how 
the information will be used. It also reassures 
the subordinate that he is not being threat- 
ened. 

Developing Intrinsic Motivation 

How to develop intrinsic motivation to 
communicate is a subtler matter, and one less 
easily illustrated. It depends on the inter- 
viewer’s success in conveying his ability to 
understand and sympathize, his feelings of 
warmth and responsiveness. 

Suppose, after the introductory statement 
by the vice president, the production manager 
replies by saying: “Well, I think the main 
problem is that new die-casting procedure of 
ours hasn’t really shaken down yet. You know 
conversion from sand-molding to die-casting 
really calls for a lot of changes and adjust- 
ments all along the line.” What should the 
executive-interviewer do next in order to in- 


crease the respondent’s intrinsic motivation 

to communicate? Below are two possible re- 

joinders by the executive, along with the 
subordinate’s probable reaction to each: 

Interviewer: Well, let’s not blame all our 
problems on a technical change, Bill. 
Changes like that one have been made 
successfully in thousands of plants. 

Subordinate:{to himself] The boss won’t be- 
lieve the truth when he hears it. O.K., Ill 
give him the kind of a story he’s looking 
for. Better watch out, though. Sounds as if 
he’s trying to pin this one on me. 

For a more constructive alternative, con- 
sider the following: 

Interviewer: Well, I can understand those 
die-casting problems. Changing manufac- 
turing procedures always causes some diffi- 
culties. Can you fill me in a little more on 
the kind of troubles you’re having? 

Subordinate:(to himself] I guess he’s not go- 
ing to put me on the spot anyway. He 
seems to have some idea how tough these 
conversions can be. Maybe I can even get 
some help. 
How do these alternative approaches by the 

executive-interviewer measure up in the light 
of our criteria for developing intrinsic motiva- 
tion? The first approach is openly threaten- 
ing. It subjects the subordinate to immediate 
pressure, strongly implying inadequate per- 
formance on his part. The second alternative 
makes no evaluative judgment, either good or 
bad. Instead, the executive implies that he can 
understand the subordinate’s difficulties and 
that he is interested in learning more about 
the nature of the problem. His subordinate 
concludes that the boss is genuinely interested 
and can accept the existence of problems 
without looking for a scapegoat. Because the 
subordinate does not need to be defensive or 
prove himself, he can communicate more free- 
ly and accurately. 


Focusing on Objectives 


But free and unguided communication, re- 
gardless of its volume, will not meet the needs 
of the executive. Each interview must have a 


purpose, and it is the interviewer’s responsi- 
bility to control the content of the interview 
accordingly. To do this, he must know in 
advance what he wants to achieve. He will 
also need to have well in mind the key ques- 
tions he wants to ask. This preparation serves 
the interviewer much as a topical outline or a 
set of notes serves a man about to make a 
speech. 

But how much preparation is feasible for a 
busy executive and what form should his 
preparation take? In most cases, all he must 
do is to spend a few thoughtful moments 
jotting down major objectives and noting a 
few key questions with which to introduce 
these objectives into the conversation. 


The Problem of Bias 


Can our executive interviewer now be confi- 
dent that the information he gets will be 
accurate and complete? Unfortunately, not 
quite; he still requires techniques for handling 
the interaction with the subordinate after 
a key question has been asked. Few subordi- 
nates spontaneously give answers that are 
complete and on target. They are much more 
likely to wander from the objectives or give 
only a partial answer. When the interviewer 
tries to redirect the interview to the objective 
or to encourage further response, he may 
unintentionally influence the respondent to 
withhold or distort information, and thus 
introduce bias into the interview. The inter- 
viewer, therefore, needs skills and insights 
enabling him to use an informal kind of 
probing that maintains the motivation to 
communicate and focuses the respondent’s 
conversation on the objectives of the interview. 

Let us look into the office of the executive 
vice president of a company about to open a 
new plant. A conversation is in progress be- 
tween the vice president and one of his assist- 
ants, Bill Cranston. Bill is talking: 

“Mr. Todd, I really came in to talk to you 
about something that’s pretty important to 
me. I’ve been here now for over ten years, as 
you know, and I want to talk to you about the 
job of managing that new plant in Southfield. 
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I want a job with more responsibility, and I 
feel that that’s a job I can really handle.” 

What the vice president wants to know is 
how well motivated Bill is to make a go of 
this job, how well he would work out in the 
position, and why he wants to manage the 
Southfield plant. 


Alternative Tactics 


How should the vice president respond to 
Bill’s statement? Consider several possible 
responses. 

1. “Bill, that job at the new plant is going 
to take a man who is especially good at work- 
ing with people, organizing them into a team. 
I’m convinced that that part of the managerial 
job is going to be more important than the 
technical side of the work. How do you feel 
you stack up on the human relations side?” 

2. “Bill, I’m glad you came in to talk with 
me about that Southfield job. Tell me, what 
are some of the things that have led you to 
become interested in it?” 

3. “Well, Bill, you’re one of the men who 
might be in line for that job. As a matter of 
fact, you’ve done very well in your present 
assignment, particularly in handling the men 
under you. And the new job is really going to 
take a great deal of that kind of human rela- 
tions skill. Tell me, what is it about that 
situation that makes it look attractive to 
you?” 


One Way That Works 
Any one of these three responses by the 


executive sounds reasonable, but only the sec- 
ond does an acceptable job. Response No. 1 
is inadequate because it tells Cranston that 
Mr. Todd considers human relations skills the 
key qualification for the job. Cranston has, 
in effect, been instructed to emphasize his 
strengths and aptitudes for this aspect of the 
work, whether or not he actually possesses 
them. 

No. 2 is a satisfactory response. It is a low- 
pressure bid for information and offers no 
Clues to the aspects of the work or the candi- 
date aptitudes that are of special interest to 
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the executive. It is also encouraging. The brief 
expression of pleasure at the conversation 
contributes to the friendly climate necessary 
to obtain accurate information. It seems likely 
that if Mr. Todd continues and builds on this 
beginning, he will get the information he 
needs to evaluate his subordinate for the new 
job. 

No. 3 looks good superficially, but it over- 
does the job. In an attempt to build up a 
friendly atmosphere, the vice president ap- 
pears to commit himself to Bill. Another 
serious fault in this probe is that it tells 
the respondent what the appropriate answer 
should be. While Responses 1 and 3 are very 
different in the kind of emotional climate 
which they create, they are almost equally 
likely to develop biased information because 
of the cues provided the respondent. 

The technique of developing adequate and 
unbiased information is called “controlled 
nondirective probing.” This technique is 
“supportive,” and so motivates the respondent 
to report fully and freely; it controls the 
interaction by focusing it on the objectives, 
eliminating irrelevant material. Instead of 
suggesting responses, it leaves the develop- 
ment of the topic to the respondent. 


Probing for Information 

Controlled nondirective probing is a general 
approach that cannot be reduced to a number 
of stock phrases. But it lies at the heart of 
successful executive interviewing, as the fol- 
lowing example will show. 

Fred Patterson, a supervisor in the account- 
ing department, has just entered the office of 
the president of the Blackstone Manufactur- 
ing Company. Ordinarily, Patterson does not 
report directly to the president but to the 
company controller. Patterson begins the con- 
versation: 

Patterson: Mr. Smith, I wanted to talk with 
you about my job... 

Smith: Fine Fred, I'll be glad to talk with 
you. What did you have in mind? 

Patterson: Well, what I really wanted to talk 
about was the possibilities of promotion. 


I’ve been with the company a long while, 
you know, and on my present job for some 
time. 

Smith: Um-hum. 

Patterson: As a matter of fact, I figured that 
I was due for a promotion before . . . well 
... before now. [Pause] 

Smith: I see. Fred, can you tell me a little 
more about that? 

Patterson: Well, a couple years ago when John 
Green left I thought I was going to get his 
job. 

Smith: I see. 

Patterson: But I didn’t... 

Smith: [Waits attentively ] 

Patterson: [continuing] . . . and then when 
this new accounting opening came up, I 
thought for sure I’d get it. 

Smith: Um-hum. 

Patterson: And the first thing I know, Bill 
Johnston got the job instead. 

Smith: Well, I can see how this would bother 
you, Fred. 

Patterson: Yeah, it sure did. When Bill’s ap- 
pointment was announced, I really got mad! 

Smith: I can understand that, Fred. 

Patterson: I’m beginning to think I don’t 
understand what’s going on around here. 

Smith: And how do you see it, Fred? 

Patterson: Well, frankly it looks to me as if 
someone has it in for me. 

Smith: How do you mean? 


Patterson: Well, two jobs that I was in line 
for went to someone else and I know I 
could have handled either of them. 


The Probe Continues 


Up to this point the interview has pro- 
ceeded quite satisfactorily. From a noncom- 
mittal beginning the president has been able 
to develop an impression of some of the 
things that are bothering Patterson. This has 
been done primarily by reliance on three un- 
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biased probing devices—(1) the skillful use 
of pauses, (2) the use of short phrases of 
assent or understanding; and, (3) where 
necessary, simple requests for additional in- 
formation. Toward the end of the interchange, 
however, the subordinate has hinted at ma- 
terial that appears to be too sensitive for him 
to talk about it freely. He has said that 

“someone has it in” for him, but he has not 

followed up this lead. 

Mr. Smith now faces the problem of get- 
ting Patterson to speak more frankly about 
who or what he believes is blocking his ad- 
vancement in the company. This will require 
a more potent probing device. The president’s 
behavior so far has been so supportive and 
non-threatening that he now feels he can 
afford the risk of going rather directly for the 
information required. Let’s see how he does it. 
Smith: It looks to you as though someone 

were standing in your way? 

Patterson: It sure does. I know I’m as good 
as either of those other two fellows, but I’m 
not sure that everyone agrees. 

Smith: You feel that someone has questions 
about you then? 

Patterson: Well . . . You know, I’ve tried to 
talk to my boss about this, but I just don’t 
seem to get anywhere with him. Several 
times I’ve tried to get information from 
him and I just don’t get any place. 

Smith: You’re wondering how he feels? 

Patterson: Yeah, I think my own boss may be 
the one that’s blocking me. 

Smith: I can see that this would really bother 
you. 

Patterson: It does, and I’m wondering wheth- 
er I ought to look for another job if I’m 
not going to get anywhere around here. 
I just don’t know where I stand. 


Smith: And finding out how J feel about you 
would help? 


Patterson: It would help a lot. I really need to 
know what my chances are. There’s no use 
just doing the same job if I’m not going to 
get anywhere. 
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In this part of the interview the president’s 
probes consist mainly of summarizing or re- 
flecting the feeling that the subordinate is 
expressing. This is a powerful technique for 
stimulating further communication. The sum- 
maries used by Mr. Smith in the previous 
example are noncritical; they do not evaluate 
or judge Patterson. The effect of this neutral- 
ity is to free the subordinate from fear of 
reprisal or criticism. He feels no need to hide 
information or to cover up. This is the essence 
of a supportive atmosphere. 

Summarizing or reflecting the expressed 
feeling serves another purpose: It demon- 
strates to the subordinate that he is com- 
municating successfully, that he is being 
understood. Therefore, it stimulates further 
communication. Finally, it fulfills the require- 
ment of objectivity, or lack of bias. Since it 
merely reflects what the subordinate has said, 
it doesn’t suggest responses or lead the respon- 
dent to talk about particular topics. 


The Prime Requirements for 


Successful Interviewing 

In all this, two prime requirements for 
successful interviewing have emerged. First, 
the superior must be motivated to communi- 
cate to his superior. Second, the superior must 
focus the content of the communication on the 
specific objectives of the interview. Each of 
his questions or probes should contribute to 
meeting both these requirements. 

Unfortunately, nobody acquires interview- 
ing skills from reading an article. Like the 
neophyte golfer who has faithfully memorized 
Ben Hogan’s instructions and diagrams, the 
executive-interviewer will find that playing 
the interviewing game is both more difficult 
and more satisfying than reading about it. 
But the executive who acquires the techniques 
of interviewing will discover that he has 
acquired a management tool of the utmost 
value. 


CALENDAR FOR A RUSH JOB 


NEG | FRI | FRI | THU |} WED | TUE | MON 
8 7 6 5 4 3 2 
16 15 14 13 12 11 9 
23 22 21 20 19 18 17 
31 30 29 28 27 26 24 
38 37 36 35 34 33 $2 
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. Every job is in a rush. Everyone wants his job yesterday. With this calendar, a cus- 
tomer can order his work on the 7th and have it delivered on the 3rd. 

. All customers want their jobs on Friday so there are two Fridays in every week. 

. There are seven days at the end of the month for those end-of-the-mon 

. There will be no first-of-the-month bills to be paid as there isn’t any ‘first.’ The ‘tenth’ 


jobs. 


and ‘twenty-fifth’ also have been omitted in case you have been asked to pay them one 


of those days. 


or double time to pay. 
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. There are no bothersome non-productive Saturdays and Sundays. No time-and-a-half 
. There’s a new day each week called negotiation day. 


e Analysis suggests that the 
American economy is currently... 


Between Booms 


E surging boom of the 1950’s topped out 
during 1957, and general business activity 
declined a bit. The very length and height of 
the boom worried some people, and the decline 
worried others. Many people became appre- 
hensive about the future. Is apprehension 
justified by the facts? 

During 1956 and 1957, many key aspects 
of American business registered all-time highs, 
including these: gross national product, total 
employment, industrial production, stock 
prices, consumer expenditures, and business 
expenditure on new plant and equipment. 
Each one of these items, however, turned 
downward after registering its all-time high. 

The greatest percentage decline of these 
six segments occurred in stock prices. The 
drop in the stock market probably both re- 
flected and generated alarm. 

In addition, there were some other disturb- 
ing items—the international situation, Sputnik 
I, Sputnik II, the Near East tension, Indo- 
nesia, the NATO meeting, the Gaither Report, 
integration troubles, and President Eisenhow- 
er’s health. All these things naturally worried 
people. None of these things, however, have 
much to do with the health of the American 
economy. They are important; but they don’t 
determine the level of American prosperity. 


The Basic Factors 


What does in fact determine the height of 
our prosperity? There are two factors. One is 


About the Author— 

Professor Wernette teaches courses in Business and 
Government in this School, and also is Editor of this 
Review. A 'ong-time analyst of business trends, his 
latest book is The Future of American Prosperity. 


26 


J. Philib Wernette 


productive capacity—the ability of the Ameri- 
can people to produce goods and services, 
This capacity will certainly be greater in 1958 
than in 1957—unless it is reduced by actual 
war bombardment. I am assuming throughout 
this analysis that there will be no big war in 
the forseeable future. 

The other controlling fact is effective de- 
mand—the willingness of buyers to buy—the 
amount of spending. This depends partly on 
how much money the buyers have, partly on 
their incomes, and partly on whether they feel 
like spending. 

It’s this last condition—buyer psychology— 
that sometimes changes rapidly—and when it 
does, business goes up or down along with it. 


The Buyers and Their Plans 


Who are these buyers, then, and how will 
they feel about spending their money in the 
future? 

There are three great groups of buyers: 
(1) Consumers (tens of millions of them); 
(2) Businesses (millions of them); and 
(3) Governmental entities (more than a hun- 
dred thousand of them—counting the cities, 
counties, school districts, and special districts). 

The signs and surveys suggest that the 
consumers will spend a little more this year, 
businesses less, and governments more. More 
money will be spent for missiles and other 
defense needs. Some of this money may be 
economized from other parts of the budget. 
Some, however, will be added to the grand 
total. State and local governments will spend 
more—for schools, hospitals, court houses, 
jails, roads, and higher pay for public em- 
ployees. 


Michigan Business Revit 


ME 


These estimates add up to a small increase 
in total demand. This will keep business 
steady but will not take care of increases in 
the labor force and in output-per-man-hour. 
Therefore, employment probably will drop a 
bit and unemployment will rise noticeably. 

The total volume of sales of all goods and 
services will be up a little. Within the total 
condition of stability there will be great dif- 
ferences among different industries and differ- 
ent firms. The firms that go in for despondent 
hand-wringing are likely to have trouble. 
Other firms that go in for “doorbell-ringing” 
may do very well, as they improve products, 
cut costs and prices, and improve their sales 
promotion activities. 


The Basic Buoyancy of Our Economy 


When there is much uncertainty, it is easy 
to under-estimate the basic buoyancy of the 
American economy. Its natural movement is 
upward. The natural movement may pause 
occasionally; but it doesn’t go down unless the 
economy is jolted or pressured—sard/ Such a 
pressure was the 25 per cent drop in the 
nation’s money supply that occurred between 
1929 and 1933—-when to accommodate norm- 


al growth the money supply should have 
risen by 15 or 20 per cent. Nothing like that 
monetary contraction had ever happened 
before. 

This kind of pressure will not be permitted 
to occur again. Indeed, no decline at all in the 
money supply will be permitted. And without 
a drop in the money supply, the country can- 
not experience much of a recession. 


Lull Before the Super Boom 


The recent dip still finds business on a 
high level. Soon another rise will start, as the 
nation moves toward the Super Boom of the 
1960's. 

In 1960, the front edge of the Baby Boom— 
the babies who were born in 1942—will be 18 
years old. In the 1960’s the number of 20-to- 
30-year-olds will rise about 35 per cent above 
today’s figure. They will start to work, marry, 
and start the New Baby Boom of the 1960’s. 

And, fortified by adequate purchasing power, 
they will want to buy huge quantities of 
houses, clothing, food, furniture, appliances, 
automobiles, toys, and everything else. 

Then we'll witness the Super Boom of the 
1960's. 


HAMARCH, 


ECONOMICS OF AMERICAN INDUSTRY 


This revision of a basic text analyzes the economics and structure of the major 
American industries: steel, automobiles, chemicals, textiles, food, apparel, etc. Since the 
purpose of competition prevailing in each industry, the treatment includes a historical 
sketch, nature and sources of raw materials, technology, leading companies, marketing 
and pricing policies, profits and financial aspects, and Government controls. Special 
attention is given to the peculiar characteristics which distinguish each industry from the 
others. Here, then, is an economic analysis of more than two dozen of the country’s 
leading manufacturing indastries, together with a general section at the beginning 
(developing a technique for industrial analysis) and at the end, a general section devoted 
to a historical treatment of American manufacturing, technological changes in American 
industry, and the changing competitive pattern of American industry. 

—Economics of American Industry by E. B. Alderfer and H. E. Michl. 
New York, McGraw-Hill Book Company, 710 pp., $7.00. 
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e A practical analysis of one company’s... 


Executive Compensation 
Policies and Methods 


ERE are many systems or methods for 
determining and administering executive 
compensation. They range from the highly 
complex to the relatively simple. No one sys- 
tem will work for all companies, because 
companies vary so greatly in size, field of 
operation, type of organization, and in other 
important respects. 

I shall describe the approach my company 
uses to help it in the determination of execu- 
tive compensation. In doing so, I shall outline 
our objectives and the considerations under- 
lying the policies and methods by which we 
try to accomplish those objectives. 

Thompson Products is a decentralized or- 
ganization, consisting of thirteen operating 
divisions, with total annual sales volume of 
about $300,000,000. The products of the 
divisions include not only the automotive 
products which the Company has manufac- 
tured for many years, but also newer lines 
such as jet engines, aircraft accessories, elec- 
tronic controls, radio jamming systems, tape 


About the Author— 


Mr. Howe joined the personnel department of 
Thompson Products, Inc., in 1940 after receiving 
degrees from Allegheny College and Harvard’s Grad- 
uate School of Business Administration. He is pres- 
ently Director, Salary and Organization for the 
company, Chairman of the Executive Committee of 
the Wage and Salary Council of the National Indus- 
trial Conference Board, and past Vice Chairman of 
the Wage and Salary Group of Greater Cleveland. 
A skeptic of highly formalized systems of evaluation, 
he explains, in this article, the methods his firm finds 
successful in maintaining the proper levels of execu- 
tive compensation. This paper is an address presented 
under the auspices of the University’s Bureau of 
Industrial Relations. 


Robert J. Howe 


recorders, and closed circuit television equip- 
ment. 

The divisions range in annual sales volume 
from a few million dollars to approximately 
$100,000,000. Each division is a self-sustain- 
ing, profit-responsible unit of the company, 
and in many ways is comparable to an inde- 
pendent company. All of them conform closely 
to a common pattern of organization. Each is 
headed by a manager whose staff is organized 
under seven principal functions, namely: 
manufacturing, sales, engineering, accounting, 
purchasing, personnel, and industrial engi- 
neering. 


Basic Considerations in Determining 
Executive Compensation 


Like other companies which have given 
considerable thought to the matter of execu- 
tive compensation, we plan our program to 
attract, to retain, and to motivate the par- 
ticular kinds of executives we need in our 
business. We are aware that there are differ- 
ences in the kinds of executives needed in 
widely diverse fields such as manufacturing, 
public utility operation and retailing. There 
are also differences in the kinds of executives 
needed in centralized companies and in decen- 
tralized companies. 

As we see it, however, regardless of field of 
activity or the type of organization, determin- 
ation of executive compensation is governed, 
or strongly influenced, by three basic consid- 
erations: 

1. The market price for executives. This is 
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determined bi-laterally by companies which 
employ men of executive caliber, and the 
executives. We feel this is the keystone upon 
which planning in the area of executive com- 
pensation must be based. 

2. The magnitude of an executive’s respon- 
sibilities, as measured by such objective cri- 
teria as volume of sales, invested capital, and 
accountability for profit or loss. 

3. Equity in internal salary relationships 
within the company. In some respects, par- 
ticularly from the standpoint of morale, this 
consideration is even more important than the 
influence of the market. 


The Going Market for Executives 


All of us, I am sure, accept the principle 
that executive salaries, as well as salaries for 
non-executives, must be in line with the mar- 
ket. Making the transition from principle to 
practice, however, is more difficult in the case 
of executive salaries than it is for non-execu- 
tive salaries. 

In a relatively high proportion of non-super- 
visory jobs (i.e., draftsman), and in many 
types of jobs at the first-line supervisor level 
(i.e., foreman), it is possible to make adequate 
market comparisons. We are all familiar with 
this type of comparison. 

Again, at the chief officer level, using ap- 
propriate criteria as to industry and size of 
company, there also is a relatively high degree 
of comparability between companies. Com- 
pensation data for this top level may be 
secured through S.E.C. reports and proxy 
statements. At the top and bottom levels of 
executive compensation, then, it is possible to 
make market surveys and to have reasonable 
confidence in the results. 

Between the chief officer level and the first- 
line supervisor level, however, there is fre- 
quently lack of comparability between jobs 
which appear, upon superficial examination, 
to be quite similar. In many cases, jobs bear- 
ing identical titles in different companies differ 
widely in actual duties. Moreover, duties 
which seem comparable when job descriptions 
are studied may be found to differ greatly in 
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content and level of responsibility when fur- 
ther information becomes available. 


Decentralization Increases 
Comparability 


The trend toward decentralization, however, 
is a factor which serves to increase the com- 
parability of executive positions below the 
chief officer level. Decentralization does this 
by providing more centers of profit accounta- 
bility. 

Our company, for instance, has changed 
from a centralized organization with one cen- 
ter of profit accountability to a decentralized 
organization with at least thirteen such cen- 
ters. The profit and loss statement for each 
division is drawn up as carefully as it would 
be if the division were actually an independent 
company. Because of the growing number of 
decentralized companies, each with numerous 
profit centers and profit accountability being 
about the best job description available, we 
believe that surveys of division general man- 
ager salaries among such companies will be 
increasingly informative and reliable. 

There is another level of executive positions 
in our company and in many other companies 
which lends itself to accurate market compari- 
son. In our company, this is the position of 
plant manager of a geographically separated 
manufacturing works. This manager’s position 
involves budget accountability, rather than 
profit accountability. While a plant manager 
will not have all of the functions in his plant 
which are provided for in a profit-accountable 
division, he will have some of them. We have 
found many such positions to be significantly 
comparable with similar ones in other com- 
panies. We feel reasonably confident, there- 
fore, in including such positions in our market 
surveys. 

Decentralization has been of particular aid 
in making market surveys for executive posi- 
tions of the types indicated. It has also made 
it easier to conduct market surveys for posi- 
tions immediately below the level of division 
manager or works manager, although the usual 
type of survey will not always work. 
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Old ambiguities are likely to remain when 
attempts are made to conduct orthodox (job 
description) types of market surveys for such 
positions as sales manager, chief engineer, or 
purchasing agent. Under an entirely new con- 
cept, which I shall discuss later, you will see 
how decentralization also helps in these areas. 


Magnitude of Executive Responsibilities 

It is not enough to know whether a position 
is profit-accountable or involves the manage- 
ment of a geographically separated manufac- 
turing plant, when comparisons are made. 
We need to know the magnitude of the re- 
sponsibilities of the position. In trying to 
measure the scope and depth of a job we 
followed many unfruitful leads, which I shall 
not discuss here. Eventually we adopted what 
we consider to be practical objective yard- 
sticks for positions at the division manager 
and works manager levels. These indexes of 
magnitude are: (1) number of people in the 
division or plant, and (2) the volume of sales, 
for division, and the value added by manufac- 
ture, for plants. 

We have found the number of people super- 
vised to be a good guide, if proper care is used 
so that comparisons are attempted only be- 
tween companies in the same industry and 
having approximately similar methods of 
manufacture. It would not be proper, of 
course, to try to compare a continuous process 
manufacturing company with high capital in- 
vestment and small labor force, with a com- 
pany manufacturing custom products where 
the relationship between capital investment 
and size of labor force is likely to be just the 
reverse. 

We have found sales volume, for autono- 
mous divisions, and value added by manufac- 
ture, for manufacturing plants, to be slightly 
better standards for measuring magnitude of 
responsibility than number of employees. I do 
not mean to imply that the manager of a 
division or plant with sales or value added, or 
employees, twice those of another division or 
plant should receive a salary twice as large as 
that of the other manager. However, there is a 


direct relationship. For instance, studies we 
have made indicate that a division manager’s 
base salary is doubled when sales volume is 
twenty-five times greater. A plant manager’s 
base salary is doubled when the value added 
by manufacture is more than three hundred 
times greater. All of the intermediate compen- 
sation levels, of course, are geared to these 


relationships. 
Equity in Internal Relationships 


Unfortunately, the two considerations or 
criteria, market value and magnitude of re- 
sponsibility, can be used directly only in these 
particular executive positions. In our com- 
pany, we found ourselves, therefore, with 
insufficient compensation guidance for the 
remaining majority of positions, until we de- 
veloped a further approach which we call 
“The Team Concept of Executive Compen- 
sation.” 

The team concept can be explained by 
setting forth three basic points: 

1. We designate as a team each principal 
or head of a group and the five, six, seven or 
more other men jointly responsible for the 
successful performance of the function for 
which the head is accountable. Such a team 
might be a division manager and the heads of 
the seven major functions in the division. 
Another example would be a sales manager 
and his special commodity sales manager, his 
regular commodity sales manager, his sales 
order department head, and one or more other 
sub-managers. Another group might be a plant 
industrial relations director, his employee re- 
lations manager, salary administration head, 
and other sub-heads in the personnel function. 

2. The principal or head of the group is 
automatically high man of the team for com- 
pensation purposes, but we need to designate 
a low man whose compensation will provide 
the lower limit of the bracket within which 
the salaries of the other members will fall. 
The low man is defined as the one whose con- 
tribution is necessary, but least necessary, to 
carrying out the team’s function. 

The compensation levels of the intermediate 
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members of the team are determined in ac- 
cordance with our estimate of the relative 
contribution each sub-head makes to the suc- 
cess of the team. Using, as an example, the 
first echelon of department heads reporting 
to a division manager, no one sub-function 
will always be highest and no other sub- 
function will always be lowest. Both in our 
company and in other companies the relative 
values of the sub-functions vary from division 
to division. Generally, however, either manu- 
facturing, sales or engineering will be the 
highest, while purchasing, personnel, or indus- 
trial engineering will be lowest, with account- 
ing somewhere in between. 
Relationships Not Always Simple 

3. Using the normal compensation level of 
the principal or head of the group, we at- 
tempted to determine if there is, in industry, 
a normal percentage relationship existing be- 
tween the manager’s salary and the salary of 
the highest contributor and another percent- 
age for the lowest contributor, regardless of 
function. Before completing our initial re- 
search efforts along this line, we had thought 
to find some fairly regular or constant per- 
centages—for instance, that the highest man 
under the manager would typically receive 
80 per cent of the manager’s compensation, 
while the low man would receive 40 per cent, 
regardless of size of the division or plant. 

Our surveys indicated, however, that the 
relationships were not that simple. The per- 
centages tended to change with the salary 
levels of the principals. Nevertheless, we have 
found that for any given salary level of a 
principal, there will be a very typical schedule 
of percentages of that level representing ap- 
propriate salary relationships for the high and 
low members of the manager’s team. 

Summarizing, to this point, we have found 
sales volume of a division to be an important 
determinant of the compensation of the man- 
ager of that division. We have also found that 
the percentage compensation levels of mem- 
bers of the group of which the manager is 
head are regular and predictable, but vary 
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inversely with the manager’s salary. These 
same principles also hold true for works or 
plants. 

Some Specific Examples 

Let me give you some specific examples. 
Our studies indicate that the manager of a 
profit responsible division with a sales volume 
of $50,000,000 is likely to be paid about 
$31,000 base salary. Eighty-five per cent of 
the divisional general managers, in our studies, 
were paid within a range of plus or minus 30 
per cent of $31,000. We have found that the 
highest man under such a manager will re- 
ceive $20,000, plus or minus 25 per cent, and 
the lowest man in the group will receive about 
$11,000, plus or minus 25 per cent. 

By comparison, the manager of a division 
with $10,000,000 sales volume is likely to 
receive about $22,000 in base salary, the 
highest man under him about $16,000, and 
the lowest man in his group about $10,000. 
Let me emphasize that these figures are for 
profit-responsible divisions of a decentralized 
organization. 


Relationships to Manager’s Salary 

We can also look at the picture from the 
standpoint of the appropriate percentage or 
proportion of the team members’ salaries to 
the manager’s salary. If a manager of a 
decentralized profit-responsible division is 
paid a base salary of $50,000, the highest 
man under him will probably receive about 
55 per cent of this amount, although the 
figure will range from 40 to 70 per cent. The 
lowest member of this group is likely to re- 
ceive about 25 per cent, ranging however from 
18 to 31 per cent. 

In the case of a manager receiving $20,000, 
his highest man will probably receive about 
70 per cent of his salary. The lowest man in 
this group is likely to receive about 45 per 
cent. Appropriate ranges are plus or minus 
25 per cent. 

Managers receiving $10,000, and this would 
be more characteristic either of a very small 
division or of a middle management position 


in a larger division, will normally pay the 
highest man under him at about the 80 per 
cent level. Here, the range would be from 65 
to 95 per cent. The low man in this case would 
probably receive a salary at about the 60 
per cent level, with the range from 45 to 75 
per cent. 

It is apparent from these representative 
figures, that as we come down in the salary 
scale for division managers, the compensation 
of his sub-heads tends to be a larger percent- 
age of his salary. . 

Our observation has been that these sched- 
ules of relationship are representative when 
the companies or divisions surveyed are com- 
parable with respect to industry and type of 
manufacture, and when allowances are made 
for such division criteria as sales volume and 
number of employees. 


Conclusion 


In the final analysis, while we have devel- 
oped guides for the determination of executive 
compensation in our company, we feel that 
much discretion must be left to those who 


are directly responsible for the performance 
of subordinate executives. 

At the executive level, much more so than 
below that level, many jobs tend to be in- 
fluenced considerably by the incumbent’s per- 
sonal ability. The wide variability of executive 
job content, even where title and organization 
level is identical, is recognized. We believe 
that orthodox surveys cannot provide ade- 
quate information, and may frequently be 
misleading. The approach I have presented 
here is a new one, providing much promise for 
the future. Regardless of these improvements, 
however, there is no substitute for good judg- 
ment. 

We believe that salary administration should 
furnish those accountable for executive per- 
formance with the best organized guides it can 
make available. Management then must rely 
upon its direct knowledge of particular func- 


tions and the individuals who perform those | 


functions to make decisions which will take Ff 


into account not only the market findings but 
also the quality of each man’s individual per- 
formance in his position. 


PLANT LOCATION AND INDUSTRIAL AREA DEVELOPMENT 


The Business and Technology Department of the Cleveland Public Library has just 
released the Bulletin, Business and Technology Sources, Vol. 28, No. 3, which highlights 
Plant Location and Industrial Area Development. 

American industry is on the move, and among the factors which must be considered i; 
in locating or relocating an industry are: the availability of utilities, transportation, if 
water supply, raw materials, labor, and capital; the effect of prevailing wages and taxes; \ 
and the requisite local cultural opportunities. : 

Books, studies, reports, and other sources on these subjects are covered under such 
topics as: Plant Location; Human Aspects of Relocation; Financing Plant Location; ' 
Plant Construction and Layout; Regional Studies; Taxation and Tax Costs; Industrial 
Area Development; Market Research. at 

A supplement gives a list of Federal and State industrial area development agencies, 
and a selection of private area development groups. 

Copies are available free of charge at the Library or for a mailing and handling 
charge of 25c each. Address the Order Division, Cleveland Public Library, Cleveland 14, 
Ohio. 
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addresses on industrial relations « 1967 series 
Bureau of Industrial Relations + University of Michigan 


What Basic Policies Should Govern Personnel Administration 
CARROLL E. FRENCH, Director, Industrial Relations Counselors, Inc. 


Essentials in the Development of Personnel Policy 
- HOWELL TURNER, Director of Employee Relations, 
tandard Oil Company (Indiana) 
Management Development in the Small Company ; 
LOUIS A. ALLEN, Director, Organization Planning, Booz, Allen and Hamilton 


Executive Compensation Policies and Methods 
ROBERT J. HOWE, Director, Salary and Organization, Thompson Products, Inc. 
Employee Motivation 
ROBERT L. KAHN, Associate Professor of Psychology and Program Director, 
Survey Research Center, University of Michigan 
Appraisal of Employee Performance — 
ALGIE A. HENDRIX, Personnel Staff 


BYRON STEWART, Personnel Director, Delco-Remy Division, 
General Motors Corporation 


How Can We Identify and Select Prospective Foremen? 


AMES H. TAYLOR, Manager, Personnel Administration Department, 
er and Gamble Company 


How Can We Identify and Select Prospects for Foremanship? 
RICHARD B. CRIBBS, Personnel Manager 
Post Cereals Division and Carton and Container Division, General Foods Corporation 


The Selection and Development of First-Line Supervision 
OSEPH G. KNAPP, Director, Industrial Relations Department, 
int Plant No. 1, Fisher Body Division, General Motors Corporation 


The Collective Bargaining Impact on Management Rights 
M. S. RYDER, Professor of Industrial Relations, University of Michigan 


The Shorter Workweek Issue 
WILLIAM HABER, Professor of Economics, University of Michigan 


The Shorter Workweek Issue 
FRED W. CLIMER, formerly Vice-President, Goodyear Tire and Rubber Company 


loyee Benefits—Their Current Patterns and Trends 
JAY V. STRONG, Vice-President, The Wyatt Company 


Supplemental Unemployment Benefits 
RICHARD A. LEUTHEUSER, Manager, 
Hourly Personnel Department, Industrial Relations Staff, Ford Motor Company 


This book contains fourteen addresses of outstanding merit which were 
nted recently before conferences of business executives in four Michigan 

industrial centers. 
The price of this book is $3.50 postpaid—220 pages, lithoprinted, paper bound. 
Order from 


PUBLICATIONS DISTRIBUTION SERVICE 
UNIVERSITY OF MICHIGAN 


ANN ARBOR 
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EXECUTIVE DEVELOPMENT PROGRAM ; 


School of Business Administration 
University of Michigan 


June 22 


to 
July 18 


ADVANCED MANAGEMENT TRAINING © 
FOR BUSINESS MEN 


This Program, first offered and successfully conducted in 1954, is ' 


just below the general management level. Each participant should have ' 4 


had a considerable amount of experience and executive responsibility. 
Previous formal education is not a requirement for admission; 


- openmindedness and intellectual curiosity are more important factors 


in determining a man’s suitability for enrollment. i 
The basic objective of the Program is to broaden the understanding 


and appreciation of business functions and of economic forces which —— 
influence all types of industries. This Program is designed to aid the 
participant through: 
Increasing his knowledge and appreciation of business functions and a F 
operations in fields other than his own specialization; ag 
Improving his ability to analyze and solve business problems from | 3 
the viewpoint of his Company as a whole; at 
Enlarging his understanding of the important economic and social 4 
forces which affect the environment in which the modern corporation 
operates; 4 
Stimulatirg his continued study of the American economy and of a : 
The Study Program includes the following subjects, each led bya 
leading authority: 


Accounting Financial Administration 
Business Conditions Human Relations in Management 
Economics _ Marketing Management 


It is expected that enrollees will be sponsored by their companies. ™ E 
For additional information, write to: a 


CHARLES N. DAVISSON 
Director, Executive Development Program 


School of Business Administration 4 
University of Michigan Ann Arbor @& 
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